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Introduction
Migration and development are linked in many ways -through the livelihood and survival strategies of individuals and households; through large and often well-targeted remittances; and through the use, in the home country, of investment and skills acquired while abroad. Migration, therefore, may have a significant impact on poverty reduction in all developing, migrant sending countries, and Moldova is no exception. The current data, for instance, shows that almost 20 percent of the population in Moldova lives outside the country at any given time. This level of mass migration, which is mostly temporary in nature, has indeed many elements and not only economic but political, social and demographic aspects as well; with significant impacts on growth and development process of the country.
In recent years, the idea of migration and remittances as means to enhance development and reduce poverty has gained importance, especially because of the concerns about a potential brain drain from the sending countries. For many developing countries remittances and savings by returning migrants are nowadays a more important source of external financing than development aid or foreign direct investment. However, an important element not analysed widely in the literature is the impact of return migration, especially in countries which have a significant level of temporary migration, not only on migrants themselves, but the sending country's labour market as well.
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This paper helps to fill the gap by analysing the activity choice of return migrants in Moldova. Since most of the migration from Moldova is short-term, the occupational choice of return migrants is an important aspect to determine the overall impact on the labour market and consequently on the growth and development prospects of the country. This paper thus adds to the existing literature, which mostly used the data from more traditional (long-term) migration countries, on the activity choice of return migrants. For instance Dustmann and Kirchkamp (2002) looked at the occupations of returning Turkish migrants from Germany by analysing the choice between non-participation, wage employment and self-employment. They found a positive relationship between schooling and self-employment activities. On the other hand McCormick and Wahba (2001) and Ilahi (1999) showed that relatively higher skilled returnees to Egypt and Pakistan, respectively, exhibit a greater propensity for wage employment over self-employment as they command higher wages in the labour market.
The economic adjustment mechanism after return is important in understanding the role of migration in developing labour markets in the sending countries. Piracha and Vadean (2010) , using Albanian data, reconcile the contradictory findings of the above mentioned papers by separating the self-employed into own-account business owners (who do not hire non-household labour) and entrepreneurs (who hire workers from outside the household). They show that relatively lower skilled tend to set up own-account businesses whereas those with secondary or tertiary education are the ones who have the ability and/or means to establish as entrepreneurs. Another key feature of Piracha and Vadean, as well as this paper, is the analysis of occupational choice within the context of short-term migration. Short-term migrants are able to use their newly acquired skills which, in our context, include exposure to working in a capitalist/entrepreneurial environment, relatively quickly in the home country. Also, since there is high incidence of circular migration from some East European countries like Moldova, non-participation in the labour market, upon return to the home country, is also an option. This is built on the idea that due to preference for consumption at home, migrants often increase work effort abroad with the view to enjoy leisure and consumption of goods in the home country.
2 And in case of Moldova, as explained in the next section, there is another reason, namely tax avoidance. The Moldovan tax structure compels a large group of economically active people to work in the informal sector, resulting in some of them appearing in the data as non-participants. 3 This is quite significant for the labour market evaluation of return migrants and non-migrants alike. Therefore, based on this, we use the possibility of three activity choices in Moldova: non-participation, wage employment and self-employment. 4 We conduct the analysis using the CBSAXA data set collected by the International Organisation for Migration (IOM) in 2006. Our results show that better educated Moldovans are more likely to migrate and, compared to being non-participants, are less likely to be in wage employment on return. This is true for both men and women, though women non-migrants are more likely to be in wage employment than the other categories. Having a dual citizenship, especially Bulgarian or Romanian, significantly increases the odds of being a non-participant than a wage employee. Finally, those who receive monetary remittances are more likely to be in wage employment than either self-employed or non-participants. Further discussion is provided in Section 4, where we also present some intuitions for the results obtained.
2 See Stark (1991) and Hill (1987) .
3 It is not the personal income tax, which is not that high in Moldova, but rather the social contribution (at 29%) of both employers and employees which is the problem (Council of Europe, 2007) . Though a substantial portion (24%) is paid by the employer, the employment negotiations are based on net wages. This almost always results in employee indirectly sharing the tax burden equally with the employer. 4 Unfortunately data does not permit us to separate own-account work from entrepreneurship. In addition, the way the data was collected, self-employed are mostly farmers.
Background and Data
Since 1990 Moldova has experienced a number of economic shocks. First it lost control of its main energy and industrial plants because of a territorial conflict with the separatist province of
Transnistria. This conflict caused a significant disruption to monetary and financial structure of the economy as well as its education and health care systems (IOM, 2004) . Second, an indirect, though significant impact on Moldovan economy resulted from the 1998 Russian economic crisis.
As a result of this the country's industrial output fell by 25 per cent, agricultural output by 20 percent and exports decreased by almost half in 1998-99. Partly as a result of a sharp decline in GDP in 1999 the unemployment increased considerably -from 57,800 in 1999 to 62,300 in 2003 -resulting in high poverty rates in an already beleaguered economy. Even for some of the employed the wages are not high enough to fulfil the needs of a nuclear family.
In the backdrop of this, the main avenue open to the unemployed or those on very low wages is to look for employment abroad. Almost 70% of the migration from Moldova is to Russia and tends to be temporary in nature either because the migrants choose to be abroad for a short time only or because it is mostly on a short-term contract and seasonal in nature. Another nearly 5 percent of those who migrate move to Italy, though that is relatively for long-term, usually at least one year, but mostly 3 to 5 years with the intention to stay permanently. Overall, it is estimated that approximately 17 percent of the population is outside the country at any given time with about near 44 percent of 18 to 40 years old intending to migrate for a short spell abroad (European Training Foundation, 2007) .
The main reason for migration is high unemployment rate and/or low wages in Moldova. Roscovan and Galer (2006) . The economic development index combines normalized measures of: 1) average nominal monthly salary per employee; 2) volume of industrial and agricultural production per inhabitant; 3) volume of services per inhabitant; 4) number of SMEs per inhabitant; 5) rate of urbanization. The social development index combines normalized measures of: 1) number of physicians per 10000 inhabitants, 2) number of hospital beds per 10000 inhabitants; 3) number of infant deaths per 1000 live births; 4) number of students per teacher. The infrastructure development index combines normalized measures of: 1) number of cars in private ownership (per 1000 inhabitants); 2) dwelling stock per inhabitant; 3) public passenger transportation; 4) number of telephones per 100 inhabitants; 5) length of public roads per inhabitant; 6) length of water piping per inhabitant; 7) sewerage system length per inhabitant.
occupation contains the following categories: farmer or peasant household; employed and nonoccupied. The non-occupied are people officially unemployed or keeping an occupation abroad during their stay in Moldova. Return migrants are significantly more likely to be employed (17%) compared to the non-migrants (9%). Also, return-migrants are less likely to be non-occupied compared to non-migrants − 64% and 72% respectively.
As can be seen in Table 1 , women are under-represented in the return migrants' sample.
Return migrants are on average three years younger than non-migrants and significantly less educated: university and post-university education rates are respectively 6 and 4 percentage points lower, whereas college education rate is 9 percentage points higher. Surprisingly, return migrants have more often Moldovan citizenship only, whereas non-migrants have more often dual citizenships, Moldovan and Romanian or Moldovan and Ukrainian. Furthermore, return migrants have significantly lower proportion of un-married individuals and those with immediate families have relatively more children.
The household subjective economic status in 1998 and 2006 is similar for return migrants and non-migrants. The mean number of migrants in returnees' households is 3, including the returnee, and the household tends to have a 'social capital'.
9
In terms of intentions, nearly 55 percent of return migrants do not intend to re-emigrate.
Only 5 percent of returnees claim that their return to Moldova was due to the difficulty in finding a job abroad, and 13 percent explain their return by the difficulty of being far from their family.
Return migrants are more likely to be located in small rural locations, with lower economic development level, but better social and infrastructure development levels. Table 2 presents the descriptive statistics according to occupation type. Both return-and non-migrant non-participants are on average younger than those in the other two categories.
Paradoxically, there is a higher proportion of non-migrants with a university degree in nonparticipants category, though consistent with other countries, a very small proportion of highly educated are farmers. Also, a higher proportion of those with network abroad are self-employed and non-participants compared to wage employees. In addition, a high proportion of returnmigrants who receive remittances are in wage employment than the other two categories.
Empirical Approach
As in Piracha and Vadean (2010) , the occupational choice is assumed to be determined by a pairwise comparison of the indirect utilities of the given alternatives:
• non-participation: ,
• wage employment: ,
were N, W and S stand for not working, wage employment and self-employment respectively.
We use the random utility model (see Greene, 2002) to represent these unordered utility rankings, which is given by (2) where ij U is the indirect utility of choice j for individual i, i x a vector of characteristics which affect the occupational choice, and j β a vector of choice-specific parameters.
Assumptions about the disturbances ( ij ε ) determine the nature of the model and the properties of its estimator. We assume that ij ε are independent and identically distributed with type I extreme value distribution, which leads to the multinomial logit model (see Greene, 2002; McFadden, 1973) . The probability of choosing alternative j is given by: One has to be careful when looking at a model of occupational choice as migrants are more likely to be self-selected and therefore their choice is likely to be linked to some unobserved characteristics, like having lower risk aversion compared to the non-migrants. Therefore a higher likelihood for self-employment may be linked to their attitudes towards risk or perhaps some accumulation of (informal) skills while working abroad. Therefore, since it is likely that return 10 The main reason for considering non-participation as an occupational choice is the fact that migrants, due to preference of consumption at home (see for example Stark, 1991; Hill, 1987) , often increase work effort abroad and have consumption of leisure and goods at home. Therefore, the observed non-participation at home may be a choice linked to the work activity abroad (see also Dustmann and Kirchkamp, 2002) . migrants may not be a random sample from the total population it is important to address this issue before estimating the model. There are two ways to deal with it: either one can treat this as an endogeneity problem or a sample selection problem. Based on the model developed in Piracha and Vadean (2010) and de Coulon and Piracha (2005) , we analyse our model under the assumption that the problem presented above is one of sample selection, i.e., we expect the estimated coefficients for returnees and non-migrants to be significantly different.
We employ an exogeneity test in which in the first step a probit model estimates the selection into return migration while in the second test the generalized residual estimated is introduced as a right hand side in the multinomial logit model, along with all the endogenous variables as well as the vector of characteristics affecting the occupational choice ( i x ).
A valid test for exogeneity is the insignificance of the generalized residual coefficient in the occupational choice model. If it holds, then we can conclude that the unobservable effects are not correlated with the decision to migrate and return and we can estimate the occupational choice of return migrants separate from that of non-migrants.
Estimation Results

Following de Coulon and Piracha (2005), who found that returnees and non-migrants in
Albania obtain different labour market returns to their individual characteristics, we expect the estimated coefficients for returnees and non-migrants in Moldova to be significantly different. We apply a Chow test to compare the differences in the coefficients of the two groups. First, eq. (3) is estimated with interactions of all right hand side variables with the dummies for non-migrants and return migrants respectively, and allowing each group to have its own intercept. Then, we compare the coefficients of the variables interacted with the non-migrant dummy to that of the return migrant dummy.
The null hypothesis of similar coefficients is not rejected; the chi-square value of 2737.32 being higher than the 95 percent level critical value. The estimated coefficients for returnees and non-migrants in Moldova are significantly not similar. The effects of individual, household and community characteristics on occupational choice are not the same for returnees and nonmigrants. Return migration could have a slope effect on the occupational choice.
Furthermore, we conduct tests on the variables that identify the selection into return migration. We consider following variables as selection instruments: the post-university education level dummy; separated/divorced or widowed or cohabiting dummy and number of migrants in the household. Because of the economic structure of the country, the most educated have fewer opportunities in Moldova and, comparatively, can expect a higher return on their skills in the foreign, relatively developed, countries. Separated/divorced or those having other migrants in the household can have lower "psychological" costs and therefore more potential to migrate.
We expect the instrument to affect the migration decision and to be uncorrelated with the error term in the occupational choice equation. All of our instruments are significant in the selection equation and insignificant in the occupational choice equations and, thus, we use them to identify the model. We further test for sample selection bias (see Table 3 ). The generalised residual from the sample selection probit is not significant in the multinomial logit equation.
The odds ratios, when occupations of returnees are considered alternative to the occupations of non-migrants are presented in In the same vein, non-migrants from regions with better infrastructure have approximately 15 percent less possibility to not participate compared to being a farmer, whereas returnees have about 72 percent more chances not to work instead of being a farmer. Women have higher chances to be wage employed instead of being a farmer than men for both non-and return-migrants.
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Each additional year increases the odds of being a wage employee compared to a nonparticipant by about 3 percent among non-migrants and by about 5 percent among return migrants.
Only in the case of return migrants, those with dual Russian citizenship have no possibility to work as a wage employee as opposed to being not working. Anecdotal evidence suggests that in communities with individuals having dual citizenship (especially Russian), there is a strong potential for doing unofficial, highly lucrative business, as they have better access to capital and political connections.
Having a dual Romanian or Bulgarian citizenship does not affect the occupation choice of return migrants but significantly affects the occupation choice of non-migrants. Having a double
Romanian or Bulgarian citizenship decreases one's odds of not working versus being a farmer by approximately 46 percent, increases one's odds of not working instead of being wage employed by 108 percent, and increases one's odds of being a farmer instead of being wage employee by 69 percent. Gaining dual citizenship with these countries is an arduous task as it requires several trips 11 In our data "not work" is the aggregation of "officially unemployed" (a very small proportion) and "officially inactive". 12 This confirms the observation of Trofimov (2008) who, using LFS data, also showed that at the national level women are more involved in non-agricultural activities than men.
to the countries and countless other administrative burdens. Since there are several benefits from gaining the citizenship, not least of relatively more freedom to travel to other EU countries, most people prefer to be in an informal setup, as opposed to wage employment, in order to have the ability to fulfil administrative requirements.
For both return migrants and non-migrants, having college or university education versus primary or secondary increases the odds of not working instead of being a farmer or a wage employee, and decreases significantly the odds of being a farmer versus a wage employee. This result contradicts the one found in a recent report by ETF (2009). However, it corresponds to the conventional wisdom that the higher the education level, the more likely a person is to be employed than being a farmer. However, one of the reasons why more educated are likely to appear as not participating is more to do with the cost of formal employment as the tax structure puts prohibitive pressure on people's willingness to be employed in the formal sector.
The proportion of children in the household affects the choice of occupation only in the case of non-migrants: the chances of being not working versus a farmer decreases by 65 percent.
Being single affects again only the occupation choice of non-migrants; they have higher chances not to work versus being wage employed or being a farmer. People from richest households have more chances not to work versus being a farmer, for both return migrants and non-migrants.
Again, this is most likely related to the rich being able to afford private insurance and hence do not need to be formally employed due to high indirect taxation.
Receiving monetary and in-kind remittances affects mostly non-migrants' occupation choices. Those who receive in-kind remittances are more likely to be wage employees compared to not working or being a farmer while those who receive monetary transfers are more likely to be farmer compared to not working and at the same time they have more chances to be wage employed instead of being a farmer. Returnees who receive monetary remittances are only more likely to be farmers versus not-working. This is probably due to the fact that wages in the official labour market are quite low in most sectors of the economy, so those who receive remittances can afford to work in the official sector as they have less reasons for tax avoidance (see footnote 2), while those who do not receive remittances are compelled to work in unofficial sector where net wages can be higher.
Having network or siblings abroad do affect only the occupation choices of non-migrants.
Having a member of HH abroad increases the odds of being a farmer instead of not-working while having a network (social capital; knowing someone other than HH member abroad) increases the odds of non-participation instead of being a farmer and at the same time increases the odds of being a farmer instead of being a wage employee.
Being from a rural area increases the odds of being a wage employee instead of not participating, for both returnees and non-migrants, but returnees from rural area are more likely to be farmers instead of not participating, whereas the rural non-migrants are more likely to be farmers instead of being employees. The results seem quite intuitive but they do seem to contradict the changes of rural-urban profile observed in ETF (2009).
Being from a small/medium city influences the occupation choices only for non-migrants as they are more likely to not work versus being a wage employee, thus confirming the results reported in ETF (2009). Since Moldova has a large rural population, it is no surprise that most of the poor (about 70%) are also in the rural areas. However, the inhabitants of small towns in
Moldova have the highest risk of poverty either because of the absence of work opportunities in the industrial sector or maybe because of poor remuneration of work; and the lack of land for subsistence agriculture.
The results of Multinomial Logit (3) for Returnees in Table 4 indicate that returnees have more chances not to work instead of being wage employed if they returned to Moldova for one of the following reasons: (i) they did not have reasons to migrate, (ii) they had difficulties in finding a job in the host country, (iii) they did not want to leave the families for long and (iv) migration was too expensive to sustain. If they had precise intentions about the duration of stay (more or less than a year) then they have also more chances not to work versus wage employment. Finally, and quite interestingly, returnees who had illegal residence in destination country are more likely to be wage employed versus not working when back in Moldova. This is perhaps because they are less likely to migrate again and consider more permanent setup in Moldova.
Concluding Remarks
Using the CBSAXA data, we have explored the occupational choice of return migrants compared to non-migrants. The results obtained conform to some of those obtained for other countries in Eastern Europe as well (e.g., Piracha and Vadean, 2009 for Albania). For instance, we showed that those who obtain less than expected outcome or stayed illegally in the host country tend to go in wage employment on return to the home country. However, contrary to the result found for Albania, better educated Moldovans are more likely to migrate and less likely to go in wage employment on their return to the home country. This is likely to be because of the tax structure in the country, which makes people work in the informal sector, in order to avoid myriad taxes imposed, mainly the indirect cost of social security contributions, on those in the formal sector. Since the negative aspect of not working in the formal sector is the loss of social security, the relatively low skilled (poor) are more likely to be in formal jobs as they do not have funds to buy, for instance, private health insurance etc.
Even with favorable development aspects in Moldova in recent years, migration will remain an important avenue for many as the international wage differences are likely to remain high. However, since many Moldovans work in relatively low-skilled jobs in the host countries, migration trends are likely to be temporary in nature rather than permanent. This has benefits for the receiving countries as it limits the stock of permanent migrants; and for Moldova as the shortterm migrants are able to use their newly acquired skills, which, in our context, include exposure to working in a capitalist/entrepreneurship environment, relatively quickly in the home country (see Leon-Ledesma and Piracha, 2004) . However, to achieve this government of Moldova needs to re-evaluate its tax structure, particularly the social security contributions of employers and (indirectly) employees in order to promote the formal labour market.
Finally, data constraints did not allow us to explore non-farm self-employment which is crucial for analysing the role of return migration in job creating activities in Moldova. We think future research, perhaps with better data, should attempt to explore this avenue further. 
